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002501 

R091844Z APR 76 

FM AMEMBASSY OTTAWA 

TO SECSTATE WASHDC 9403 

INFO AMCONSUL TORONTO VIA POUCH 

AMCONSUL WINNIPEG VIA POUCH 

UNCLAS OTTAWA 1423 

E.O. 11652: N/A 
TAGS: EMIN, CA 

SUBJ: SASKATCHEWAN POTASH 

1 . TORONTO GLOBE AND MAIL OF APRIL 7 CARRIED REGINA DATELINE 
REPORT THAT SASKATCHEWAN GOVERNMENT MINISTERS PREDICT A MAJOR 
FEDERAL-PROVINCIAL CONFRONTATION IF PLANS, "NOW BEFORE THE 
FEDERAL CABINET", GO FORWARD TO TAX PROVINCIAL CROWN 
CORPORTATIONS. (ENERGY, MINES AND RESOURCES MINISTER GILLESPIE 
REPORTEDLY TOLD THE COMMONS NATIONAL RESOURCES COMMITTEE ON 
MARCH 30 THAT THE CABINET IS CONSIDERING THE TAX-FREE STATUS 

OF CROWN ENTITIES IN THE WAKE OF SASKATCHEWAN'S PLANS TO TAKE 
OVER THE POTASH INDUSTRY.) 

2. ACCORDING TO THE PRESS, PREMIER BLAKENEY SAID, "I DIDN'T 
KNOW THIS WAS A FEDERAL GOVERNMENT AREA. IT'S IN THE 

BRITISH CONSTITUTIONAL AMENDMENT". SASKATCHEWAN FINANCE MINISTER 
SMISHEK ADDED THAT, IF THE TAX EXEMPTION WERE ENDED, 

IT WOULD BRING THE "BIGGEST FIGHT EVER" BETWEEN OTTAWA 
AND THE PROVINCES, NOTING THAT OTHER PROVINCIAL CROWN 
CORPORTATION, SUCH AS ONTARIO HYDRO, PACIFIC WESTERN 
AIRLINES AND QUEBEC CROWN CORPORATIONS IN SUGAR, OIL 
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COMMENTED THAT THE TAX EXEMPTION IS "A TWO WAY STREET" 
AND SAID THE PROVINCE IN TURN WOULD TAX FEDERAL CROWN 
CORPORATION SUCH AS AIR CANADA AND CANATIAN NATIONAL 
RAILWAYS AND BELIEVES SASKATCHEWAN WOULD NOT LOSE ANY 
RECENUE OVERALL. 

3. GLOBE AND MAIL ARTICLE CONCLUDES BY STATING THAT 
BLAKENEY HAS INDICATED THAT SASKATCHEWAN IS PREPARED 
TO NEGOTIATE PAYMENTS TO THE FEDERAL GOVERNMENT WITH 
REGARD TO ANY POTASH MINES IT ACQUIRES. ARTICLE ALSO 
RAISES POSSIBILITY THAT OTTAWA COULD APPLY AN EXPORT 
TAX ON POTASH (SIMILAR TO THE CHARGE ON OIL) TO PROTECT 
ITSELF FROM POSSIBLE LOSS OF INCOME TAX REVENUES FROM 
PROVINCIAL!. Y OWNED POTASH MINES. 

4. COMMENT: EMBASSY HAS ONLY BEEN ABLE TO LEARN THAT 
TAX-FREE STATUS OF CROWN CORPORTATIONS IS CURRENTLY 
RECEIVING VERY CLOSE SCRUTINY IN OTTAWA AGENCIES AND 
THAT FEDERAL GOVERNMENT IS RELUCTANT TO ALLOW A 
PROLIFERATION OF SUCH CORPORATIONS INTO WHAT ARE 
ESSENTIALLY COMMERCIAL VENTURES WITH A CORRESPONDING 
LOSS OF FEDERAL TAX REVENUES. 
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